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Betsy J. Brady, Esq. Suite 1000
Federal Government Affairs 1120 20th Street, N.W.
Vice President Washington, DC 20036

202 457-3824
FAX 202 457-2545
EMAIL betbrady@lga.att.com

January 15, 1999
RECEIvED
Ms. Magalie Roman Salas JA
Secretary N15 1999
Federal Communications Commission PROSRAL GO0y aricns
445 Twelfth Street, SW, Room TWB-204 % 8 T gy

Washington, D.C. 20554

RE: Ex Parte
In the Matter of Applications for Transfer of Control to AT&T Corp. (“AT&T”) of
Licenses and Authorizations Held by Tele-Communications, Inc. (“TCI”)

CS Docket No. 98-178

Dear Ms. Roman Salas:

On Thursday, January 14, 1999, Leonard Cali and I of AT&T spoke with Paul
Gallant, Legal Advisor to Commissioner Tristani. During the conversation, we discussed
the proxy filed by AT&T with the Securities and Exchange Commission on January 8,
1999. In particular, we emphasized the statements in the proxy which described AT&T’s
clear commitment to its effort to making the upgrades to TCI’s cable facilities needed to
enable them to provide telephony. In addition, we discussed the section in the proxy which
outlines the possible difficulties AT&T may face in its implementation of cable-based
telephony. A copy of the attached articles were provided to Mr. Gallant. Our statements
were consistent with AT&T filings in the above-referenced proceeding.

Two copies of this Notice are being submitted to the Secretary of the FCC in
accordance with Section 1.1206(a)(2) of the Commission’s rules.

Sincerely,
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cc: Paul Gallant
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January 13, 1999

AT&T RESPONSE TO COMMUNICATIONS DAILY STORY
REGARDING AT&T-TCI MERGER

A story in today’s issue (“AT&T and TCI Warn They May Not Offer Local Telephony,”
p. 2) misleads readers by quoting only from certain sections the AT&T-TCI proxy — those
spelling out risk factors for potential investors -- without balancing it with other
information disclosed in the proxy.

Spelling out risk factors is typical for mergers of this magnitude yet Communications
Daily — and no other publications — used it as the basis for a lengthy story and headline
suggesting AT&T may walk away from its plans to offer local service. Your story
ignores statements in the proxy stating that AT&T “plans to create an advanced
broadband network that can deliver an array of communications, entertainment and
information services directly to millions of U.S. households all under the AT&T brand
name.” In addition, the story ignored more meaningful disclosures AT&T made in its
press releases January 8 in which it said it is accelerating plans to offer cable telephony
services.

AT&T has stated repeatedly, and clearly states in the proxy statement, that it intends to
offer local residential phone service over TCI’s cable network. That, in fact, is the reason
for the merger. To quote proxy language without providing balanced context is
irresponsible.
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For further information:
Eileen M. Connolly

908-221-6731/office
908-602-5417/pager

David Caouette
908-221-6382/office
888-602-8132/pager

AT&T Provides Financial Guidance for 1999

FOR RELEASE, Friday, January 8, 1999

NEW YORK - AT&T said today that it expects earnings per share (EPS) from
continuing operations for 1999 to be in the range of $4.20 to $4.30, excluding the impact of its
planned merger with Tele-Communications, Inc. (TCI) and the separately announced stock
split and share repurchase. The company said that as a result of the TCI merger, AT&T
expects EPS dilution to be approximately $1.00 per share on a pro forma basis, assuming the
merger closes at the end of the first quarter.

The company expects 1999 revenue growth to range from five to seven percent on a
pro forma basis, including the effect of its planned mergers with TCI and Vanguard Cellular
Systems and the previously announced acquisition of the IBM global network business. The
company said it expected these acquisitions and investments to transform its revenue, cash-
flow and asset base from dependence on a single product line — long distance voice — to a more
diversified portfolio of high-growth communications, information and video services.

Business Services is expected to increase revenue between seven and nine percent as a
result of continued growth in data, local and wholesale services. AT&T Wireless Services
plans to continue to expand its national presence and its successful Digital One Rate plan. It
expects to report revenue growth, as well as growth in earnings before interest, taxes,
depreciation and amortization (EBITDA), in the high teens. AT&T Solutions expects to report
revenue growth of about 30 percent, given several major outsourcing contracts signed and
announced within the past year.

The company also said, as anticipated, that Consumer Services long distance revenue is
expected to decline between two to four percent, as a result of declining prices in a hotly
competitive market and the substitution of wireless services for calling card and other higher-
priced long distance services.
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As a key part of the company’s strategy for growth in overall Consumer Services
revenue, AT&T said it is accelerating plans to offer cable telephony services. In 1999, AT&T
and TCI expect to conduct ten market trials in which they will co-market voice, video and
high-speed data services to customers in two San Francisco Bay area communities, and in
Chicago, Dallas, Pittsburgh, Seattle, Denver, Salt Lake City, Portland, Ore., and St. Louis.
AT&T said it plans to quickly expand these market trials and to be offering local telephony in
most TCI markets in 2000. Initially, the company said it plans to offer circuit switched
telephony, but expects to begin to deploy IP technology when it is available in 2000.

AT&T said it has made significant progress in transforming its cost structure in 1998.
Through the first three quarters of 1998, selling, general and administrative (SG&A) expenses
were cut from almost 30 percent of revenue to less than 25 percent. The company expects to
lower that ratio to 21 percent for 1999, excluding its wireless and local services businesses,
which have a different cost structure requiring additional investment to fund their growth.

AT&T estimated that its 1999 pro forma EBITDA would grow in the high teens, to $18
to $20 billion, which would be primarily reinvested in its business.

AT&T estimated 1999 capital spending would be approximately $9 to $10 billion.
However, the company said it was shifting much of the spending from its core long distance
voice network into higher growth areas, primarily wireless, local, and data/IP services.
Assuming completion of the TCI merger at the end of the first quarter, total capital spending is
expected to range from $11 to $12 billion for the year. This reflects AT&T’s decision to
accelerate the upgrade of TCI cable systems in certain major metropolitan areas to increase
video capacity and add power for telephony applications.
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The foregoing are “forward looking statements” which are based on management’s
beliefs as well as on a number of assumptions concerning future events made by and
information currently available to management. Readers are cautioned not to put
undue reliance on such forward looking statements, which are not a guarantee of
performance and are subject to a number of uncertainties and other factors, many of
which are outside AT&T’s control, that could cause actual results to differ materially
from such statements. For a more detailed description of the factors that could cause
such a difference, please see AT&T’s filings with the Securities and Exchange
Commission. AT&T disclaims any intention or obligation to update or revise any
forward-looking statements, whether as a result of new information, future events or
otherwise.




